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THE AMERICAN MANAGEMENT ASSOCIATION 


The American Management Association is composed of industrial and 
commercial companies and executives interested in modern management. 
The AMA makes no profit, does no lobbying, and advances no propaganda. 
Its interests are solely the solution of current business problems. 


Organization and Operation 


The AMA serves its members through six divisions: Office Management, 
Insurance, Personnel, Finance, Marketing, and Production. Each of these 
divisions is headed and directed by a man drafted from industry. 


Conferences 


Each of the six AMA divisions holds at least one annual conference, 
where problems of timely importance in its field are discussed. Printed 
conference proceedings go to members of the divisions concerned. 


Information and Research 


The AMA Information and Research Department places at the command 
of every member company a trained research staff on management prob- 
lems. In addition, the AMA maintains a modern, up-to-date library of 
management books and business publications. 


AMA Periodicals 


THE MaNaGEMENT Review (monthly) contains digests of articles on man- 
agement appearing in over 400 publications, and brief reviews of current 
business books. - It enables a busy man to survey all current topics of 
interest to him in less than 30 minutes. PERSONNEL (quarterly) publishes 
articles on employee selection, training, compensation, and the like. 
Business CoNnDITIONS AND Forecasts (monthly) gives a summarized 
analysis of the statements of seven of the foremost business services. 


Editor — James O. Rice, 330 West 42nd Street, New York, New York 


THE MANAGEMENT Review is published monthly by the American Management 
Association at 330 West 42nd Street, New York, N. Y., at fifty cents per copy or five 
dollars per year. Vol. XXVII, No. 9, September, 1938. Entered as second-class matter 
March 3. 1925, at the’ Post Office at New York, N. Y., under the Act of March 3, 1879. 


The object of the publications of the American Management Association is to 
place before the members ideas which it is hoped may prove interesting and in- 
formative, but the Association does not stand sponsor for views expressed by 
authors in articles issued in or as its publications. 
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7 magazine Printers’ Ink, which speaks 
in brisk Anglo-Saxon to the advertising 
and selling clan each week, recently took 
note of a new trend. It is, indeed, more than 
a trend. Printers’ Ink considers it a quiet 
revolution. It’s all caused by an amendment 
to the Federal Trade Commission Act which 
provides that ads must not be misleading. , 
Copy-writers are now obliged to check their 
facts and to exercise caution in the use of 
certain semi-scientific terms which have 
hitherto been helpful in giving ads an 
authoritative ring. “Some shoddy methods,” 
declares Printers’ Ink, “have gone the way 
of the Cro-Magnon man.” Abstracted on 
page 313 (It Had Better Be True! ). 


fs many of us the color of a business 
place (the paint on the walls and on 
the machines and tools) may be an un- 


Amportant detail. But alert manufacturers 


and office executives have long realized the 
important part played by color in getting 
things done more efficiently. In fact we are 
assured by those who have studied the mat- 
ter that there is nothing like a bright cheer- 
ful green to make people amiable and con- 
fident. Warm colors like orange, yellow and 
buff help to take the chill from a cold work 
room, while red and reddish orange stimu- 
late the physical energy of workers. Every 
working place has its proper mood, and the 
color motif should fit that mood. More 
about color on page 310 (Color Increases 
Plant Efficiency). 


NE of the secret motives of those who 

conduct surveys-is probably a pixyish 
hope that a survey will turn up some ir- 
relevant but astounding fact. A recent study 
of the relationship between executive traits 
and ability has led to the surprising conclu- 
sion that a good personal appearance is the 
dominant characteristic of able executives. 
While this fact is not particularly irrelevant 
or very astounding, and the authors of the 
survey admit the possibility of chance, the 
high correlation between executive ability 
and Beau Brummel leanings might well give 
us pause. Page 303 (Matching Executive 
Traits and Abilities). 
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Current Comment 


THE SIGNIFICANCE OF MANAGEMENT 


|” See is the directing of appro- 
priate combinations of all the relevant factors which produce goods or 
services and make them available for use. It is required both in busi- 
ness and in all other cooperative undertakings—for example, in govern- 
ment, politics, education and religion. When conditions—especially public 
opinion as to what is desirable—are stable, many factors can be taken as 
fixed, and only the others need be given much attention. When condi- 
tions, including public opinion, change, few factors can be regarded as 
fixed, and all of them in combination must be approached constructively. 


Management of all kinds is now conscious of lack of adjustment to 
its times. Neither an attitude of injured surprise nor one of defense, nor 
the proclaiming of past competence and achievements, will satisfactorily 
meet present-day conditions. Changes must be intelligently appraised and 
constructively dealt with. What need defense and support are constructive 
proposals. 


In business in the past there has been effective concentration on 
finance and on the technology of production and the distribution—especi- 
ally the selling—of its results. Government, legal rights and obligations, 
labor as a social factor, the organization of human beings as a productive 
process, and public opinion as to what is desirable—in its most active 
form known as political conditions—have been relatively taken for granted, 
and usually not treated as critical factors. All of them now have radically 
and irrevocably changed. 


These changes require, first, a rapid modification in the points of 
view, or the attitudes, of experienced managers. What was good as respects 
these factors and their combination is presumably no longer good enough. 
With new attitudes, there must also be developed new knowledge and new 
techniques, especially in treating with political, labor, and organization 
processes and conditions. And finally there is now required a further 
development of morals. The words “integrity” and “honesty” have well- 
understood meanings in technology and in various phases of finance and 
marketing. They have much less accepted or no meanings in connection 
with the treatment of the individual personality, or the political and social 
aspects of the productive and distributive factors of industry. 


CHESTER I. BARNARD, 
President, New Jersey Bell Telephone Company. 
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THE MANAGEMENT INDEX* 
Abstracts and News Items 





GENERAL MANAGEMENT 


How Much Would Consumers and 
Employees Gain from a Salary 
Redistribution ? 

Few things make such good reading 
as superlatives. The “biggest” business 
firms, the “Sixty Families,” “million- 
dollar incomes”—such phrases stir the 
imagination. One Government official 
declares that a handful of corporations 
control the industrial life of the nation. 
Many others argue that high executive 
salaries have resulted in worker and 
consumer “exploitation.” 

What really are the facts concerning 
the extent to which large corporate 
salaries deprive the working man of 
higher wages, or prevent the consumer 
from enjoying a markedly higher 
standard of living? In answering this 
question we shall not undertake to say 
whether salaries of $100,000 or $500,- 
000 are deserved or justified; our em- 
phasis will be upon demonstrable eco- 
nomic facts rather than moral issues or 
ethical criteria. 

Consider, for purposes of illustra- 
tion, one of the country’s large auto- 
mobile corporations, whose 1936 sal- 
ary list was recently published. In 


—___ 


that year the salaries and bonuses for 
the 55 top executives of this concern 
totaled about $8,000,000. Let us as- 
sume that we decree by law that no 
executive be paid more than $25,000 
a year. The automobile company which 
we have chosen for illustration would 
then save about $6,450,000 annually— 
if we further assume that the efficiency 
of its executives would be no less if 
salaries were thus limited. What would 
this saving mean to the consumer of 
motor cars or to automobile workers? 

Since the retail sales of this com- 
pany in 1936 were slightly more than 
$1,900,000,000, a $6,450,000 salary 
cut would equal 0.3 per cent of selling 
price; on a $650 automobile the price 
reduction would be but $1.95. What 
if we gave the “saving” all to labor? 
In that case it would equal 1.7 per cent 
of the corporation’s $384,000,000 pay- 
roll; per worker it would average only 
54 cents a week. 


The analysis would be much the 
same for other big companies. For all 
corporations in the United States com- 
bined, officers’ compensation amounts 
to no more than 2 per cent of total re- 


*For publishers’ addresses or information regarding articles or books, apply to AMA headquarters. 
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ceipts. In 1934 the so-called giant 
companies, with assets of $50,000,000 
or more, paid their officials salaries 
amounting to less than one-half of 1 
per cent of gross business volume; 
medium-sized corporations paid their 
officers 1.7 per cent of business vol- 
ume; while the smallest corporations 
paid their executives 6.4 per cent of 
gross volume. 

Clearly, those who maintain that 
high salaries are the cause of either 
worker or consumer exploitation by 
large corporations utterly misinterpret 
the facts—if indeed they deign to look 
at them at all. By Ralph C. Epstein. 
The Annalist, August 3, 1938, p. 173:1. 


Demand for Professional 
Management Counsel 


What success have business men had 
with professional management coun- 
sel? 

A recent field study of the activities 
of business consultants discloses about 
twice as many successes as clear fail- 
ures, although a large proportion of 
cases remain in the doubtful category. 

Separate analysis of the success of 
each individual job indicates an aver- 
age success ratio of about 70 per cent. 
Some types of consulting services ap- 
parently achieve a higher success ratio 
than others. The success ranking of 
specific types of engagement appears 
to be: (1) continuous general manage- 
ment counsel, (2) appraisal of execu- 
tive personnel, (3). installation of ac- 
counting systems, (4) external market 
research, (5) wage-incentive plans, 
(6) production analyses, (7) general 
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appraisal surveys, (8) equipment de. 
sign or location, (9) internal sales 
surveys, (10) general corrective sur- 
veys, and (11) executive organization 
studies. 

The survey indicates that the de- 
mand for management engineers is due 
not only to unsatisfactory conditions 
in business organizations but also to 
certain emotional attitudes of execu. 
tives. These attitudes, in order of 
their apparent importance, are: 

1. Caution—predisposition to ask 
advice, habit of thorough investigation 
before making important decisions. 

2. Faith—belief in “experts.” 

3. Cupidity—desire for “savings” 
in costs and for greater profits. 

4. Imitation. 

5. Eagerness to be thought pro- 
gressive and open-minded. 

6. Uncertainty—desire for outside 
confirmation of policies, sometimes to 
anticipate criticism of directors or 
stockholders. 

7. Impatience—annoyance at the 
slowness with which management 
problems are being solved by their 
own organizations. 

By Joel Dean. The Journal of Busi- 
ness of the University of Chicago, 
July, 1938, p. 217:15. 


Dishonesty in Business 


Employers in the United States lose 
$200,000,000 annually through the dis- 
honesty of employees. It is estimated 
that the army of thieves and ember 
zlers in business has a yearly recruit- 
ing strength of more than 45,000, 
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Enlistment in this great army of dis- 
honest employees is for life. The re- 
cruits are first offenders, but once de- 
tected, they are branded permanently; 
such people are not knowingly put in 
positions of trust by employers, and 
bonding companies consider them poor 
risks. 

A study of bonding company files 
shows that dishonest employees, on the 
average, are white-collar workers; 
they are more often men than women; 
before discovery of their shortages 
they have good reputations; they pos- 
sess the equivalent of a high school 
education; prior to their defaults they 
move in acceptable strata of society; 
they are married, with families depen- 
dent upon them; and strange as it may 
seem, are frequently active in civic, 
church and club affairs. Their sal- 
aries are generally adequate for their 
needs, and necessity is seldom the 
cause of their dishonesty. 

Where does the money go to? It 
goes for wine, women and song—a 
lot of it. It goes into the stock mar- 
ket—a lot of it. It goes to finance 
speculation in businesses on the side. 
Much of it goes for bets on the ponies 
from New York to Cuba, and much 
of it for extravagance in the form of 
over-ambition and keeping up with the 
Joneses. But rarely, if ever, this study 
of actual cases discloses, does money 
taken dishonestly result in profit to 
the guilty. Money spent on women 
and drink often leads to blackmail 
and the necessity of further pecula- 
tions; when invested in stock, there is 
usually a slump; when placed on a 
race, the horse frequently runs last. 
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Wise employers make it their prac- 
tice to know something about the pri- 
vate lives, the associates, the habits 
and also the burdens of those whom 
they take into, the business family. 
They hesitate to hire a man with a 
large family and burdened with debt, 
pay him a salary wholly inadequate 
for his personal responsibilities, and 
trust him with the firm’s cash. And 
they have found that it’s smart busi- 
ness to bond employees who handle 
cash, no matter how good their repu- 
tation for honesty. By H. W. Nichols. 
The Weekly Underwriter, August 20, 
1938, p. 347:2. 


Boy Wanted—or Not? 


Last spring one school newspaper 
printed its graduation story under the 
headline: 

“WPA, Here We Come!” 

Was this a mere outcropping of 
juvenile cynicism, or was it a realistic 
picture of the employment situation 
faced by young job-hunters in this year 
1938? 

Statistically the facts are not reas- 
suring. In 1937, 19.9 per cent of 
gainful workers between 15 and 24 
years of age were totally unemployed 
or engaged on emergency employment, 
compared with 12.6 per cent of those 
between 25, and 44, and 14.6 per cent 
of those between 45 and 64. College 
placement offices report a discouraging 
amount of unemployment among this 
year’s graduates. 

In its economic and social effects 
joblessness among the young probably 
is more disastrous than among the 
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middle-aged and the elderly. Enforced 
idleness in the impressionable post- 
school years often leads to loss of 
morale, radical or anti-social tenden- 
cies, and a defeatist outlook on life. 
The habit of dependency is quickly ac- 
quired and readily becomes chronic. 
Marriage is often impracticable; the 
marriage rate of 10 or 11 per 1000 of 
population, which prevailed during the 
1920’s, declined to 7.9 in the depres- 
sion year 1932. 

Industry does not deliberately dis- 
criminate against youth as such. Em- 
ployers would much rather hire young 
persons whose health hazards are less 
and whose occupational expectancy is 
greater than are those of the older 
workers. But with training costs high, 
and with plenty of skilled men looking 
for jobs, the employer can hardly be 
blamed for passing up raw recruits. 
Besides lack of skill and experience, 


OFFICE MANAGEMENT 


Collective Bargaining—A Future 
Problem of the Office Executive 


For years the office was a quiet pool 
undisturbed by union activity. There 
were a few local unions, such as the 
Bookkeepers, Stenographers and Ac- 
countants Union, and some white-col- 
lar unions among Government em- 
ployees and railroad clerks, but the 
majority of office employees. paid lit- 
tle attention to the ebb and flow of 
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other causes of unemployment among 
youths include seniority regulations 
and high and inflexible wage levels 
which make it increasingly difficult for 
marginal workers to get and retain 
jobs. Underlying all these reasons, 
of course, is an over-all scarcity of 
jobs. 

While we await a solution to the 
basic problem of unemployment, cer- 
tain palliatives can be applied to job- § 
lessness in youth. Young job-seekers 
can be trained in better personal sales. 
manship; inflexible and uneconomic 
wage scales can perhaps be modified 
to permit the employment of marginal 
workers; and educators can be induced 
to face honestly the question of the ex- 
tent, if at all, to which various courses 
are intended to prepare graduates for 
employment in industry. By E. S. 
Cowdrick. Nation’s Business, Septem- 
ber, 1938, p. 23:5. 


unionism. However, following the 
wave of social reform which began 
under the First New Deal, tremendous 
gains for labor unions ensued. It was 
inevitable that interest in organizing 
large groups of clerical workers would 
crystallize. By 1937 both the A. F. 
of L. and the CIO had national unions 
in the field. Efforts to organize cleri- 
cal employees of brokerage houses, 
banks and insurance companies by the 
Financial Employees Organizing Com- 
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mittee have been reported in such 
cities as Newark, Detroit, Philadelphia, 
Cleveland, Boston, Los Angeles and 
San Francisco. 

Among considerations which may 
impel the clerical worker to “join up” 
are: an increasing awareness of the 
advantages and power of collective 
action; a steadily narrowing gap in 
the treatment accorded factory and 
ofice workers, particularly in com- 
panies where rate cuts have been given 
to salaried employees but not to 
hourly workers; a growing conviction, 
abetted by a poorly defined personnel 
policy, that the office employee is no 
more a part of the management of the 
company than any other employee; a 
new feeling of self-importance, en- 
gendered in the clerical worker 


through the attention given him by 


union organizers. 

However, unionism is not an im- 
mediate problem for most offices, and 
time may be on the side of the office 
executive who wants maximum free- 
dom in managing his organization, if 
he takes advantage of it. He must 
set a high example of constructive 
leadership. Personnel techniques 
should be checked and improved, not 
for the purpose of avoiding unionism 
but rather to make it unnecessary. 
Where employees are receiving fair 
treatment and fair wages, the union 
organizer has little or nothing to of- 
er. Sound personnel practices based 
on confidence, understanding and 
tested acceptance will go far toward 
Sustaining satisfactory employee rela- 
tions. 


When a labor union does succeed in 
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organizing an office, however, there 
need not be continuous trouble and 
friction if management’s attitude is 
cooperative. The following techniques 
will aid considerably in achieving sat- 
isfactory relations: unrestricted ac- 
ceptance by management of unionism, 
and recognition of the union; avoid- 
ance of open strife and violence; in- 
sistence that grievance-handling ma- 
chinery be set up and ready for use; 
training the office supervisory staff in 
how to deal with the union; and sup- 
port of union leadership at every turn. 
By Dr. R. P. Brecht. Proceedings of 
the National Office Management As- 
sociation: 1938, p. 93:7. 


What to Include in the Daily 
Office Bulletin 


One of the most insidious causes of 
unrest and dissatisfaction in any of- 
fice is gossip, and most gossip is based 
on uncertainty. When do vacations 
begin? Will we have a half or full 
holiday on Washington’s Birthday? 
The Skelly Oil Company of Kansas 
City has solved this probiem by issu- 
ing a daily bulletin called “The Of- 
fice Bugle”—a singlesheet affair 
which reports latest office activities, 
news and announcements. 

Of first importance are announce- 
ments concerning working time, open- 
ing and closing hours, compensation, 
holidays, time off, etc. Announce- 
ments of personnel changes have been 
found to aid in adjustment of both old 
and new employees. Names, positions 
and duties of each new employee— 
temporary or permanent—should be 





stated. Promotions, changes, trans- 
fers, the addition of new departments 
or new equipment, and similar devel- 
opments also make good bulletin ma- 
terial. These news items should ap- 
pear in the daily bulletin before verbal 
announcements are made. 

Vacation schedules should be pub- 
lished, listing those who will take care 
of the work of employees who are 
away. Daily sales information may 
be included. Personal notes, such as 
births, deaths and marriages, may be 
used if there is no house organ. Items 
should be brief, and inspirational ma- 
terial should be avoided. 

It is a good plan to run the bul- 
letins through the payroll address 
plates in order that every employee 
will obtain a copy. The bulletins 
should be distributed before noon each 
day directly to the employees’ desks, 
and each day’s issue should carry news 
of the previous day’s developments, 
announcements for the current day, 
and future announcements of interest. 
American Business, July, 1938, p. 
21:2. 


Watch That First Impression! 


Every enterprise owes an obligation 
to its stockholders, if not to the pub- 
lic, to give callers a courteous recep- 
tion and a decent amount of time, at- 
tention and comfort. It is a wise 
business management which realizes 
that good will, public relations—call 
it what you will—frequently begins at 
the front door. 

An informal study of reception desks 
and techniques indicates that about 5 
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per cent of American business does a 
superlative job of receiving visitors; 
another 25 per cent does a job ranging 
from very good to pretty fair; the 
other 70 per cent goes all the way § 
from pretty bad to terrible. 

Superlative reception does not nec- 
essarily involve the petroleum indus- 
try’s pet definition of a super-service 
station: “A station that services the 
hell out of the customers.” The major 
requirement of a good reception desk 
is a cordial—though not over-friendly 
—person behind it. Even a stupid but 
amiable receptionist is better than one 
who gives an impression of not caring. 
However, the ideal reception clerk is 
an individual with some social back. 
ground (perish the thought of snob- 
bery!), who possesses intelligence, 
poise, and sufficient judgment to figure 
out the possible value of callers to the 
company and to handle them deci- 
sively. 

Though a good receptionist may be 
born with the qualifications for his 
job, these will develop to their maxi- 
mum usefulness a lot sooner if they are 
trained. For example, the usual greet. 
ing is ungrammatical: “Who do you 
want to see?” Or awkward: “Whom 
do you wish to see?” The ideal greet 
ing is “How do you do?” or “Good 
morning,” enunciated clearly and with 
slightly rising inflection. As a matter 
of technique, it always seems a little 
more cordially personal if the clerk 
leaves the reception desk and goes into 
the inner offices for the individual 
whom the caller wants to see. But if 
the telephone must be used, and calls 
are not dialed, the reception clerk 
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should ask for the extension, as “Three 
four seven,” rather than for “Mr. Bar- 
ker.” Once the connection is estab- 
lished there is but one formula to use: 
“Mr. Pecksniff, of Dombey, Pickwick 
and Snagsby, in the lobby to see Mr. 
Barker.” 

An essential of hospitable reception 
is a room large enough and well 
enough furnished to accommodate the 


peak volume of callers without cramp- 
ing. Good chairs should be provided, 
and spaced around informally. The in- 
terior offices should be screened from 
the view of callers. Many progressive 
companies provide ashtrays, matches, 
reading matter, telephones and wash- 
rooms for their visitors. A few, most 
blessed of all, are air-conditioned. 
Forbes, August 15, 1938, p. 12:4. 


PRODUCTION MANAGEMENT 


Industrial Economics: Labor and Capital, Legislation, 
Wage Theory, Migration 


Industrial Injuries and Business 
Conditions 


More workers are killed and in- 
jured in industrial accidents during 
times of good business than during 
times of poor business for the simple 
reason that more workers are em- 
ployed in times of prosperity. But 
the question is: Out of every 1000 
employed, how many are injured dur- 
ing a year of good business, as against 
a year of depression? 

The average number of accidental 
injuries for every million hours 
worked was measured in 29 manufac- 
turing industries for the period 1929- 
1935, covering 426,000 disabling in- 
juries; the frequency rates were then 
compared with the indexes of employ- 
ment for these industries. It was dis- 
covered that as employment decreased 
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during 1930-1931 a lesser percentage 
of workers were hurt than in 1929. 
When employment increased sharply 
from 1932 to 1933, the frequency of 
industrial injuries also increased very 
sharply; and when employment lev- 
eled off, the rate started to drop. 
The explanation of this trend is to 
be found largely in the safety habits 
of workers and the kind of equipment 
used during the various phases of the 
business cycle. When business turns 
poor, workers are laid off. Generally 
those laid off first are those most re- 
cently added, and those retained are 
workers with long years of service. 
These more experienced workers are 
as a rule thoroughly familiar with the 
hazards of their jobs and have well 
developed safety habits; as a result 
fewer workers are injured per million 
hours worked during years of curtailed 
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employment. But when business im- 
proves, men are added to the payroll; 
some are persons formerly employed 
by the company, others are new. These 
workers do- not possess the steady 
safety habits of the smaller force, be- 
cause layoffs result in some loss of 
skill, and newly added employees are 
likely to be unfamiliar with the acci- 
dent hazards of their new jobs; con- 
sequently the rate of injuries will rise. 

That newly added workers are in- 
volved in proportionally more dis- 
abling accidents has been demonstrated 
in several studies. The following 
table based on the experience of a 
petroleum refining company will serve 
to illustrate the point: 


Less than 1 yr. 
l and under 2 yrs. 
2 and under 3 yrs. 
3 and under 5 yrs. 
5 yrs. and over 


19.7 
454 31.2 

The type of equipment used is also 
an important element in the safety ex- 
perience of a plant. In slow periods, 
only the most modern equipment— 
which is usually also the safest equip- 
ment—is used; but when orders pour 
in, the less efficient equipment is put 
back in operation, generally manned 
by rehired or new workers. The com- 
bination of less safe equipment and 
less safety-minded workers helps ex- 
plain the increase in accidents. 

The relationship between employ- 
ment and frequency of disabling in- 
juries presents a challenge to manage- 
ment properly to train and supervise 
new or rehired employees in order to 


minimize the loss of life, limb and 
earnings resulting from disabling in- 
dustrial injuries. By Max D. Kossoris. 
Labor Information Bulletin, June, 
1938, p. 12:2. 


Population Growth and 
Unemployment 


Because there is an average addition 
to the total labor force of about 621,- 
000 persons annually, the unemploy- 
ment problem would not be solved 
even if present employment levels were 
as high as in 1929, it was indicated in 
a recent study by the Statistical Divi- 
sion of the National Industrial Con- 
ference Board. 

In September, 1937, the high point 
in employment since 1929, although al- 
most as many workers were on the pay- 
rolls as before the depression, the 
number of unemployed totaled 5,561,- 
000 persons, over 10 times as many as 
the unemployed in 1929. If there had 
been no growth of the labor force be 
tween 1929 and 1937, the unemploy- 
ment problem would be negligible. Ac- 
tually, new workers continue to con- 
plicate the employment >icture: in 
June, 1938, the labor force was almost 
half a million more numerous than in 
September, 1937, while nearly five mil- 
lion fewer workers were employed. Of 
the total labor force one person in five 
is now unemployed. 

Why does the labor force increase? 
Immigrants, young people who arrive 
at working age, other young men and 
women who complete their formal ed- 
ucation, and women who enter industry 
are among those constantly joining the 
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ranks of workers. Emigration, death, 
retirement, physical disability and other 
causes cut down the labor force, but 
the inflow exceeds the outflow by over 
a million workers every two years. Na- 
tional Industrial Conference Board, 
August 26, 1938. 1 page. 


Refugee Labor Migration to 
California 


More than 200,000 persons in need 
of work migrated from the drought 
states to California during the period 
of less than three years from July, 
1935, to March, 1938. The great 
droughts of the years 1934 and 1936 
were primary motive forces back of 
this vast migration, but other factors 
played an important part—especially 
the accumulated effects of years of 
agricultural depression and then the 
beginning of mechanization in the cot- 
ton belt. As mechanization spreads, 
substituting! machines for men, it bars 
the return of those expelled earlier by 
drought and by depression. By Paul 
S. Taylor and Edward J. Rowell. 
Monthly Labor Review, August, 1938, 
p. 240:11. 


Causes and Results of 477 
Sit-Down Strikes 


One of every 10 strikes occurring 
in the United States in 1937 was a so- 
called sit-down strike, in which all or 
some of the workers involved remained 
at their places of work for one or 
more working days after stopping 
work. Out of a total of 4740 strikes, 
477, involving 398,117 workers, were 
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of the sit-down variety. It is esti- 
mated, however, that only one-third of 
these workers actually stayed in the 
plants. 

In 293 of the 477 strikes, all or 
some of the workers stayed in the 
plants after working hours. In some 
cases the workers remained in the 
plants for only a few days and then 
voluntarily walked out and established 
picket lines. In other instances em- 
ployers obtained court injunctions 
compelling strikers to evacuate the 
plants. But in other cases strikers re- 
mained in the plants for several weeks 
until settlements were reached. What 
appears to be the longest stay-in strike 
occurred at a cigar factory in New 
York City, where more than 100 em- 
plo stayed in the plant for 149 
days—from April to September. 

Sit-down strikes were at their height 
in March, 1937, when 170 took place. 
Toward the end of the year they 
dwindled in number, and in December 
there were but four strikes, involving 
357 workers. CIO unions were in- 
volved in 279 of the strikes, A. F. of 
L. unions in 100; both were concerned 
in 12 of 16 rival union disputes. Un- 
afhliated unions were responsible for 
20 sit-down strikes, and company 
unions for 6. In 55 sit-downs no 
union was involved. 

An analysis of causes and results 
of sit-down strikes in 1937 discloses 
no great difference from those of other 
strikes. Wages and hours were the 
major issues in 29.4 per cent of them, 
as compared with 29.9 per cent of all 
strikes; union organization matters 
figured in 53.4 per cent, as compared 





with 57.6 per cent of all strikes. Mis- 
cellaneous issues (including disputes 
between rival unions, sympathy strikes, 
and specific grievances over working 
conditions) were major causes of 17.2 
per cent of the sit-down strikes, com- 
pared with 12.3 per cent of all strikes. 

Workers obtained substantial gains 
as a result of 50.8 per cent of the sit- 
downs, as compared with 46.4 per cent 
of all strikes; compromises were se- 
cured in 30.6 per cent, as compared 
with 31.8 per cent of all strikes; and 
little or no concessions were obtained 
as a result of 14 per cent, compared 
with 17.3 per cent of all strikes in 
1937. 

The largest number of sit-down 
strikes was in the textile industries, 
where 80 took place. There were 51 
in the transportation equipment indus- 
tries, 45 of these occurring in auto- 
mobile and parts plants. Labor Rela- 
tions Reporter, August 15, 1938, p. 
7:2. 


Labor Lessons from 
Great Britain 


While labor unions in the United 
States are still on trial in the minds of 
most employers and many private citi- 
zens, in England unionism is generally 
accepted as a part of the national econ- 
omy. The right to strike, however, is 
specifically limited by the famous 
Trade Disputes and Trade Unions Act 
of 1927. 

Any strike or lockout which “has 
any object other than...the further- 
ance of a trade dispute within the trade 
or industry” in which the strikers are 


300 


engaged, or which is “designed or cal. 
culated to coerce the Government either 
directly or by inflicting hardship on 
the community” is outlawed by the 
1927 Act. No labor union can penalize 
a member for refusal to take part in 
an illegal strike, and the Attorney 
General is authorized to restrain the 
use of union funds when the union en- 
gages in illegal activity. Sympathetic 
strikes are forbidden, though the clause 
which outlawed them has seldom if 
ever been evoked. Mass picketing in 
numbers calculated to intimidate is 
also prohibited. 

There appears to be a widespread 
belief in this country that British 
unions are forced to incorporate. This 
is not the case. Although they may in- 
corporate or register, incorporation is 
not required by statute. 

In the United States union recogni- 
tion and organization constitute the 
largest single cause of labor disputes. 
In England, however, union recogni- 
tion is not regarded as of sufficient im- 
portance to warrant the issuing of 
strike data about it. Wage disputes 
were the chief cause of the 219 strikes 
which occurred in Great Britain and 
Northern Ireland during the first quar- 
ter of 1938. By Emerson P. Schmidt. 
Barron’s, August 15, 1938, p. 7:1. 


Prison Labor in 1936 


The decrease in the proportion of 
prison inmates employed at produc- 
tive labor has been continuous for a 
number of years. A survey by the 
Bureau of Labor Statistics, made in 
1936, found that in 14 states the pris- 
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on population nearly doubled in the 
period 1923 to 1936, while the number 
of prisoners productively employed in- 
creased only 21.7 per cent, and the 
value of goods produced by prison 
labor actually decreased by 43.4 per 
cent. 

This condition has resulted from the 
increasing tendency to eliminate from 


Personnel 


Age and Performance on a 
Repetitive Manual Task 


In an investigation of loss of motor 
ability with advancing age, 155 men 
selected from a training center for the 
transient unemployed served as sub- 
jects. Tests revealed that: on a high- 
speed manual ability task of long dur- 
ation, analogous to many industrial as- 
sembly operations, men 50 years of 
age proved on the average to be signifi- 
cantly inferior in output to men 30 
years old; 20- and 40-year-old men are 
somewhat inferior to 30-year-old men 
at this task, though the differences can- 
not be regarded as definitely estab- 
lished; and 50-year-old men average 
14 per cent lower in output than 30- 
year-old men. 

It was also discovered that: while 
the short (15-minute) assembly test 
served to indicate the trend of age dif- 
ferences in performance, it proved in- 
adequate to show the extent of such 
differences as they were revealed by 
the long (four-hour) assembly period; 
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the prison all productive undertakings 
making goods which enter the market 
in competition with the products of 
free labor. The problem is to de- 
velop prison production of commod- 
ities for state use on a large enough 
scale to give employment to the prison 
population in full. Monthly Labor 
Review, August, 1938, p. 251:18. 


work curves for the four-hour assem- 
bly period for groups aged 20, 30, 
40 and 50 years were found to be very 
similar in shape; and differences 
among the age groups in variability in 
work pace were. found to be very 
slight. The contention that individual 
consideration is necessary in the place- 
ment of older men was borne out by 
the fact that about 15 per cent of 50- 
year-old men were equal or superior to 
the median 30-year-old man in pro- 
ductive ability in a task requiring fast 
dexterous movement of fingers, hands 
and arms over a considerable period 
of time. 

The causation of lowered perform- 
ance accompanying advanced age is 
still an open question. In a study by 
Thorndike, psychological factors such 
as disuse, interference of well estab- 
lished habits, and lowered motivation 
in learning of new tasks by the aged 
have been stressed. The present inves- 
tigation offers no evidence to support 
the theory that loss in the functions 
involved in motor ability tests with 
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advancing age is due primarily to 
physiological deterioration in the hu- 
man organism. However, while man 
apparently becomes superannuated on 
speed jobs involving motor ability at 
about 50 years of age, the facts of 
adult learning, as determined by 
‘Thorndike, indicate that he is still 
capable of learning some work of an- 
other nature within reasonable time. 
By Kinsley R. Smith. The Journal of 
Applied Psychology, June, 1938, p. 
295 :12. 


Employability of Persons Present- 
ing Disability and Disease 


Physically handicapped persons fall 
into four different groups: (1) em- 
ployees with permanent disabilities 
which have resulted from industrial 
accidents; (2) employees who are af- 
flicted with or are susceptible to occu- 
pational diseases, the nature of which 
precludes reemployment in their form- 
er work or at their regular trade; (3) 
persons who have sustained some per- 
manent disability as a result of a non- 
industrial accident; (4) persons with 
diseases which have no relation what- 
ever to their occupation. 

I believe that industry as a whole 
has made a sincere effort to find suit- 
able employment for workmen in the 
first two categories. The actual place- 
ment of such individuals is a problem 
which must be worked out by the em- 
ployment manager in cooperation with 
the plant physician. 

A much more pressing problem is 
that of the employees or applicants for 
employment who have sustained a non- 


industrial disability or suffer from a 
non-occupational disease. Many work. 
ers in industry today have acquired le 
sions in no wise related to their work, § 
which, if coupled with the will not to 
work, would afford them an excellent 
opportunity to collect damages from 
the employer; numerous claims of this 
kind have been made and upheld. Cer. 
tain diseases—notably arthritis, coron. 
ary thrombosis and cerebral hem. 
orrhage—lend themselves readily to 
compensation claims, even though they 
may have been incipient or existent 
long before the employees were hired. 
In many cases, where an industrial in. 
jury aggravates or accelerates any 
physical disability which is not specif- 
cally exempted by law, the employer 
must respond in damages on the basis 
of the ultimate result rather than the 
actual injury. Inequities of this nature 
have led many employers to reject ap- 
plicants who are afflicted with such 
diseases or disabilities, and as a result 
this class of unemployables is growing 
at a rapid pace. 

A suggested solution to the problem, 
in many states, is the amendment of 
workmen’s compensation laws, to ap- 
prove agreements between employers 
and employees wherein the latter 
would waive the payment of compense- 
tion for disabilities resulting either di- 
rectly or indirectly from infirmities 
known to exist at the time the appli- 
cant presents himself for employment, 
or which he subsequently acquires. 

The plant physician should recog: 
nize hazards and bring to the attention 
of management the means of minimir- 
ing them. Workmen who are mos 
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physically fit should be selected to 
withstand unavoidable hazards; jobs 


» should be alternated in order to limit 


exposure to any hazard; and, where- 
ever possible, the working force should 
be reexamined periodically. By Harvey 
G. Ellerd. Industrial Medicine, July, 
1938, p. 430:7. 


Matching Executive Traits and 
Abilities 


A group of 15 department heads of 
a large organization agreed upon 12 
desirable traits for an executive, and 
rated each other on them. In order 
to discover what relation existed be- 
tween executive ability and possession 
of these traits, trait ratings were com- 
pared with ratings on executive ability 
obtained from the division manager to 
whom the department heads reported. 
The following table indicates the ex- 
tent to which each of the traits was 
found to accompany executive ability 
in this group. 


Coefficient of 

Trait Correlation 
Personal appearance + 66 
Intelligence + 61 

Willingness to assume 

responsibility — + 59 
Self-control + 49 
Broadmindedness + 46 
Decisiveness + 44 
Tact + 43 
Reliability + 41 
Cooperativeness + Al 
Interest in others + 33 
Sincerity + 30 
Sense of humor + Jl 


The traits listed toward the top of 
the table tend to be possessed to an 
unusual degree by the men who were 
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rated high in executive ability and to 
a lesser degree by those rated low in 
executive ability. Those listed toward 
the bottom of the table were possessed 
to almost as high a degree by the low- 
rated executives as by those with high 
ratings. A surprisingly high correla- 
tion was found to exist between per- 
sonal appearance and executive ability 
—but this may have been a matter of 
chance. On the other hand, sense of 
humor, generally stressed as an im- 
portant attribute of executives, has a 
very low correlation with executive 
ability. By Arthur F. Dodge. Fac- 
tory Management and Maintenance, 
July, 1938, p. 50:2. 


An Occupational Rating Plan 


This manual outlines an unusually 
comprehensive rating plan for hourly- 
paid and salaried occupations. 

Under this plan hourly-paid jobs 
are evaluated on the basis of 23 dis- 
tinct factors: job conditions (respon- 
sibility for equipment, responsibility 
for materials, responsibility for safe- 
ty, supervision received, supervision 
given,’ comfort, health hazard, acci- 
dent hazard, clothing spoilage, adapta- 
tion period); physical requirements 
(acuteness, strength, endurance, dex- 
terity, precision, versatility); mental 
requirements (schooling, knowledge of 
equipment, knowledge of methods, 
knowledge of materials, judgment, in- 
genuity, initiative). Additional char- 
acteristics have been included for sal- 
aried office and executive occupations. 

Weight values are assigned to the 
various degrees under each character- 








istic, and specific jobs are given as 
concrete examples for definite point 
values. Each factor and grade is ex- 
plicitly defined. 

The manual presents a _ graphic 
method of converting point ratings to 
actual salaries or wages. For various 
practical reasons, the authors recom- 
mend that the permissible hourly rates 


be within a range from 10 per cent 
below to 10 per cent above the theo- 
retical rates. 

Numerous charts, forms and sample 
gradings are included in the manual. 
Prepared by the Occupational Rating 
Research Group of the Industrial 
Management Society. Chicago, 1937. 
60 pages. 


Benefit Systems and Incentives: Pensions, Profit Sharing, 
Suggestions, Vacations, Stock Ownership 


A Pension Prescription 


The history of social insurance indi- 
cates that the progress of the move- 
ment is comparable to that of a snow- 
ball rolling down a mountainside—it 
may be diverted but cannot be stopped. 
Social Security is evidently here to 
stay. Recognizing this fact and realiz- 
ing the inadequacy of the old-age bene- 
fits under the present Federal law, 
many industrial and commercial com- 
panies are setting up pension programs 
to supplement the provisions of the 
Social Security Act. 

Such programs may be divided into 
four general classifications: the infor- 
mal plan, which should be eliminated 
from further consideration because the 
results obtained are almost universally 
bad; individual contracts and trust 
fund programs, which should always 
utilize the services of a competent trus- 
tee; and the group annuities plan, 
which frequently can be strengthened 
through a trust arrangement that will 
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provide greater security for benefici- 
aries and a higher degree of flexibility 
for the program. 

There are five fundamental factors 
essential to successful operation of 
pension programs: 

1. The plan must be actuarially 
sound. The operation of an unsound 
program raises false hopes, destroys 
confidence and fails to solve the prob- 
lem. Moreover, it must be actuarially 
sound in order to qualify for very 
favorable tax exemptions. 

2. The plan must be practical. If 
the work is such that employees are 
unfit after 55 or 60, it would be absurd 
to designate 70 as the normal retire. 
ment age. Also, contributions from 
the employees should be well within 
their ability to pay. 

3. It must be flexible. Tremendous 
economic and social changes have oc- 
curred during the past 10 years, and 
the changes may be as great during 
the next decade. If benefits provided 
by the Social Security Act are altered 
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in the future, it may become necessary 
to revise the supplemental programs. 

4. The plan must be attractive to 
employees. This requires a fair and 
equitable plan, providing benefits of 
suficient amount to assure a comfort- 
able retirement income and a proper 
share of the fund in the event of ter- 
mination of service after a reasonable 
length of time. The plan must be so 
presented to employees that they will 
become enthusiastic about its benefits 
—particularly if the program is 
financed partially by employee contri- 
butions, because payroll deductions 
are likely to create an adverse reac- 
tion unless a definite program is main- 
tained to insure a favorable attitude. 

5. The plan must be profitable to 
both employer and employees. Em- 
ployees cannot be expected to appre- 
ciate highly a plan that could per- 
haps be duplicated through their own 
efforts, nor is the employer likely to 
become interested unless he can real- 
ize an immediate return in improved 
efficiency and increased good will. 

By Edward J. Green. Banking, July, 
1938, p. 29:1. 


British Profit-Sharing in 1937 


Of 686 recorded profit-sharing 
schemes in Great Britain, only 266 
were in existence in 1937. Of these, 
68 were operated by public utility con- 
cerns, 36 by merchants and warehouse- 
men, and 32 by metal, engineering and 
shipbuilding concerns. These shared 
profits among 114,600 workers, while 
the remaining 130 schemes, in a wide 
variety of industries, distributed prof- 
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its among 109,000 beneficiaries. The 
ratio of profit-sharing firms to total 
firms is very small, and only 19 of 
the total number of schemes extend 
back to 1901. 

There are a half dozen types of 
profit-sharing, the most common of 
which (in 95 out of 266 cases) calls 
for a cash bonus or a deposit to the 
workers’ savings accounts. In 46 cases 
workers are offered common stock 
free or at a discount, while the re- 
maining 125 schemes pay under a very 
wide variety of methods. 

In its annual survey of profit-shar- 
ing the British Ministry of Labour Ga- 
zette analyzes the reasons for the aban- 
donment of so many of the schemes. 
The main reason was the simplest one 
—the failure of profits to accrue. 
Next to this purely mechanical cause 
is apathy or definite dissatisfaction on 
the part of workers. A third reason 
lies in the adoption of higher wages 
or shorter hours. Commerce Reports, 
August 13, 1938, p. 733:1. 


Bigger and Better Vacations 


In a survey of 19,842 manufacturers 
employing more than 4,500,000 work- 
ers, the U. S. Bureau of Labor Statis- 
tics has found that nearly 40 per cent 
of all workers in manufacturing in- 
dustries are now employed by com- 
panies with paid-vacation plans in op> 
eration. However, the growth of these 
plans has not been gradual. While 
one or two employers quietly began 
giving vacations with pay as far back 
as 1900, and while many others joined 
in during the 1920’s, it was not until 
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1936 that the movement really got go- 
ing. In that year 589 companies 
adopted plans for their wage earners— 
more than the combined total for the 
previous 10 years. And in 1937, 1500 
companies swung into line with simi- 
lar plans. 

Today workers in the drug-manufac- 
turing and petroleum-refining indus- 
tries are especially fortunate; more 
than 98 per cent of them are given 
paid vacations. And in the petroleum- 
producing industry, 86 per cent of the 
workers are employed by companies 
which have vacation-with-pay plans. 


In the food, rubber, steel and machin. 
ery industries, large numbers of work- 
ers also have paid vacations. 

However, in industries where wage 
levels are low, plants are small, opera- 
tions are seasonal, or locations are re- 
mote, workers do not generally receive 
the benefit of time off with pay. Less 
than 1 per cent of coal miners, for 
example, are given vacations with pay. 
And paid vacations are not yet the 
practice in lumber mills, textile mills, 
tobacco, leather, glass and transporta- 
tion-equipment plants. Forbes, August 
15, 1938, p. 18:1. 


Training and Education: Schools, Libraries, Employee 


Publications 


When You Report to Employees 


Employee reports have been widely 
adopted as one of the best ways for 
management to explain to employees 
what progress has been made .in the 
preceding year—and, in doing so, to 
sell itself and its policies to the 
workers, Some of the reports to em- 
ployees issued this spring portray 
graphically the policy achievements of 
the concern during the past year; 
others analyze pictorially and in run- 
ning comment the financial record for 
1937; the most successful skilfully 
combine a comment on policy achieve- 
ments with an analysis of the financia 
record. ! 

Financial reports to employees are 
addressed to persons who are pre- 
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sumed to be unfamiliar with finance 
and accounting. But though it is true 
that reports to employees have simpli- 
fied the basic financial facts that sur- 
round a business, none of them has 
gone very far toward a true interpre- 
tation of corporate financial state. 
ments. Money totals still are expressed 
in millions of dollars. 

Psychologists have asserted that a 
man best understands what is ex- 
pressed to him in terms of his every- 
day existence; it may consequently be 
assumed that wage earners do not 
readily comprehend and understand 
figures that run beyond four digits. 
If financial statements were further 
simplified and accounting language 
were translated into terms familiar to 
a worker’s daily life, a true under- 
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standing of what the statements intend 
to convey would be facilitated. All 
this can be done by expressing the 
profit-and-loss statement and the bal- 
ance sheet in amounts per employee 
instead of in totals, and by personal- 
izing each item—explaining it in 
everyday terms, not necessarily syn- 
chronous with those of the standard 
accounting form but parallel to them. 
The finished form of such a presenta- 
tion should analyze accurately the 
company’s published financial state- 
ments; it should tell what the com- 
pany makes per employee, what it 
spends per employee, what it owes per 
employee, and what it owns per em- 
ployee. 

Such simplified statements would 
enable every worker to discover ex- 
actly what happens to the sales dollar, 
and would dispel once and for all the 
suspicion of alchemy or chicanery in 
the preparation of employee reports. 
By John W. Wilson and Elwood V. 
Denton. Factory Management and 
Maintenance, August, 1938, p. 55:3. 


(A personalized income report and bal- 
ance sheet have been reproduced and an- 
alyzed in this article—Editor.) 


The Foreman’s Part in 
Motion Study 


Methods study seeks production in- 
creases by improving the effectiveness 
of labor rather than by increasing 
effort. To this end methods engineers 
are employed; but if really effective 
progress is to be made, instead of a 
handful of methods engineers conduct. ° 
ing methods work, every shop super- 
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visor must be a methods man. Today 
a growing number of firms have turned 
to a type of foreman training which 
places its chief emphasis on methods 
or motion study. 

A properly organized and properly 
followed up training program of this 
nature may be expected to give a mini- 
mum increase in over-all productive 
efliciency of 20 per cent, even where 
the work has previously been time 
studied. The aim of the program 
should be to encourage the foreman 
to cooperate with the methods engi- 
neer. Top management must get be- 
hind the training plan with a sustained 
enthusiasm which should be evident 
throughout the organization; the fore- 
man will be inclined to correct meth- 
ods only if he knows that when the 
difficulties of a changed routine are 
overcome, he will gain recognition and 
commendation from management. 

The training program should show 
the foreman the application of the 
fundamental principles underlying 
methods work to his own problems. 

The necessity for improved methods 
should be emphasized; long-range im- 
provements resulting in an increase in 
living standards, higher wages, and 
better working conditions should be 
cited. A receptiveness to new ideas 
must be developed. The simpler 
phases of methods engineering which 
the foreman himself can apply should 
be taught. Foremen must be trained 
to follow up a new method to ascertain 
that it is not changed or abandoned. 

One of the significant results of 
such a program is the discovery of the 
more progressive men among the su- 
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pervisory force. It is difficult to pre- 
dict in advance who the outstanding 
foremen will be. Many an older su- 
pervisor whose usefulness is consid- 
ered limited is found to be more recep- 
tive to methods engineering training 
and better able to make practical ap- 
plications than some of the younger 
men. 

Where labor is organized, the in- 
clusion of union representatives in the 
methods study training program ac- 
complishes two important results: 
first, it allays the suspicion that some- 
thing objectionable to labor is going 
on; secondly, the representatives of 
labor, if they are convinced that noth- 
ing detrimental to the interests of the 
workers is intended, will eventually 
give the program their support. 

How long should supervisory meth- 
ods study continue?  Indefinitely. 
The new method of one man is merely 
an old method to the next. Experi- 
ence has shown that methods can be 
improved again and again on the same 
job. By Harold B. Maynard. The 
Society for the Advancement of Man- 
agement Journal, May, 1938, p. 103:4. 


What Foremen Learn in 
Conferences 


An intensive study of the results of 
foreman training, made with the co- 
operation of nearly 500 foremen and 
supervisors, was recently completed by 
the Department of Trades and Indus- 
tries of Purdue University. The fol- 
lowing, in brief, are the findings of 
the survey: 

A better understanding of top man- 


agement and its problems, improved 
coordination among departments, stim. 
ulation of thought about company pro- 
ducts, and an increased knowledge of 
the job are the four most important 
matters that foremen learn from su- 
pervisory training conferences and are 
able to use in their daily work. 

To a lesser, but still substantial, ex- 

tent, foremen say that as a direct re 
sult of their training they improved 
their relations with workers through a 
better understanding and adjustment 
of individual workmen, learned how 
to provide safer working conditions, 
better lighting, toilet facilities, etc., 
and to some extent were able to in- 
troduce labor-saving methods. Half 
of the foremen attending the confer- 
ences indicate that about a 5 per cent 
improvement has been made in achiev- 
ing better understanding of the work- 
man and means of adjusting his en- 
vironment. 
_ The matters on which they say they 
received least aid from their training, 
or were least able to apply what they 
learned, were methods of reducing 
production costs, lowering overhead, 
increasing production, reducing the 
fatigue of workers, and improving the 
quality of the product. Only one-third 
of the foremen felt that their con- 
panies had benefited by production in- 
crease, production betterment, and 
production cost decrease. 

The results of this survey indicate 
clearly the need of strengthening the 
weaker parts of supervisory training 
programs. By R. J. Greenly and Lyle 


‘Tussing. Personnel Journal, Septem- 


ber, 1938, p. 81:7. 


The Management Review 


Pa a en ee ae ae a ae ee Se ee a 





House Organs Change Fast 


Employee publications are changing 
fast as 1938 rolls on. Though many 
house organs are still fashioned hur- 
riedly from “personals” and he-and- 
she jokes, the search for better methods 
is on, and the year is likely to witness 
the beginning of a wide change in this 
field. 

For instance, a careful study of em- 
ployee publications by the Owens-IIli- 
nois Glass Company has resulted in 
a specific suggestion that informative 
material be developed to replace, 
wherever possible, “pep, talk” copy. 
Jewel Tea Co., the Weirton magazine, 
and those of Bethlehem Steel, Phillips 
Petroleum and many others are doing 
a bang-up job of translating stock- 
holders’ reports to employees, as a 
regular annual practice. Weirton’s 
Employees Bulletin has gained wide- 
spread attention during the past year 
with its safe-driving campaign. The 
first issue of General Motors’ new 
house magazine, Folks, has been sent 
to 100,000 employees with a return- 
postage-paid card requesting their re- 
actions and suggestions for improve- 
ment. 

New ideas are continually being 
tested in employee publications, and 
many of them become standard prac- 
tice. The Delaware & Hudson Rail- 
road’s Bulletin, for example, has found 
a new way to handle obituaries. In- 
stead of running a paragraph about 
each employee who dies, in black bor- 
ders on an otherwise general news 
page, the Bulletin once annually de- 
votes a special section of several pages 
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to a dignified listing of all workers. 
who have died during the previous 12. 
months. With a dignified heading and 
a simple foreword, the list is much 
more impressive than scattered notices. 
Business Week, June 11, 1938, p. 28:2. 


Apprenticeship Under the 
Honor System 


Under an interesting apprenticeship. 
plan of the E. W. Bliss Company there 
is no formal indenture. A dissatisfied 
apprentice can terminate his service 
whenever he desires, and the company 
is free to release any apprentice who. 
does not measure up to expected stand- 
ards. 

Apprentices must be between 18 and 
21 years of age and possess high 
school education. Physique and family 
background also play a part in the se- 
lection of candidates, and sons of em- 
ployees are given preference. 

The usual apprenticeship course 
lasts four years, in eight terms of six 
months each, and begins with a few 
months in the school shop. Wages 
start at 35 cents an hour, with a raise 
of four cents an hour every six 
months if progress is normal. All ap- 
prentices are given instruction in draw- 
ing and in shop mathematics, for 14 
hours two evenings a week. 

All the work done in the school shop 
is actual production work. An instruc- 
tor (who may be an advanced appren- 
tice) stays with a new boy until he can 
handle the job given him. As an ap- 
prentice learns, he is transferred to 
other machines in the school shop, un- 
til in five or six months he is ready to 
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work in the plant on the regular pro- 
duction line. 

A notable spirit of helpfulness pre- 
vails among the boys. The Honor 
Council, consisting of seven boys 
elected by the whole school, settles 
differences of opinion and grievances 
regarding personnel matters. It deter- 





mines necessary discipline, metes out 
punishment when needed, and has 
even recommended discharge in one 
case. No foreman can discharge an 
apprentice, though he can request his 
transfer to another department. By 
Fred H. Colvin. American Machinist, 
June 15, 1938, p. 496:2. 


Shop Methods: Industrial Engineering, Standardization, 
Waste, Rate Setting, Time and Motion Study 


Color Increases Plant Efficiency 


Manufacturers, office managers, and 
shop foremen declare that color is an 
important factor making for better, 
faster and more pleasant work—a 
statement supported by actual case 
histories. 

When a shoe manufacturer changed 
the color of his machines from black 
to orange, the contrast between ma- 
chines and product made seeing easier, 
and a better quality of workmanship 
was apparent at once. Fatigue and 
nervous tension were reduced; acci- 
dents decreased. Interdepartmental 
rivalry for greater cleanliness devel- 
oped. Most important was the sharp 
rise in speed-of-production curves. 
The plant manager summed up his ex- 
perience by saying: “Colored machines 
mean cleaner machines, cleaner work- 
ers, cleaner products.” 

For a “cool” atmosphere, green is 
said to be ideal. Blues, also, are suit- 
able, except for the darker shades. A 
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white ceiling; medium shade of pea- 
green for upper walls and large ver- 
tical areas; gray-green for dado, 
columns and machinery have been 
found effective in eliminating com- 
plaints of excessive warmth. For a 
“warm” atmosphere, yellows, orange 
and buffs are suitable. These colors 
are excellent for rooms with lower- 
than-normal temperatures. 

To reduce eyestrain, use paints with 
high light reflectivity for large ex- 
panses in the room, so that as little 
light as possible is lost. To relieve 
nervous tension, green is valuable be- 
cause of its “friendly” appearance. 
Softer shades of yellow also create 
amiability. Gray should be avoided 
because it depresses. 

To stimulate physical energy, red 
and reddish orange are best. To com- 
mand attention and for danger areas, 
fire-red appears to be the ideal color 
because of its sharp, contrasting na- 
ture and psychological association 
with blood. Use red on switch handles, 
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conveyor trucks, belt guards, crane 
lifts and for marking aisles, ‘storage 


zones and passageways. Steel, August 
15, 1938, p. 61:1. 


Welding Flashes to New Highs 


Today welding has become a major 
tool of production. Increased output, 
lowered costs, reduced weight of struc- 
tures, better quality products, and 
noiseless construction are the chief 
reasons for its fast-growing adoption 
by industry. 

Every business can reap these ad- 
vantages, and more and more of them 
are taking this new art for their own. 
Manufacturers of automobiles, ships, 
buildings, railroad equipment, tanks 
and heavy machinery have tumbled 
hard; hundreds of others are using 
welding in one way or another to 
meet today’s demands for speed, pre- 
cision and low cost. Arc welding has 


more than trebled since 1933, and a 


large bulk of this represents mass pro- 
duction work. 

Stronger, all-welded buildings are 
beginning to rise in different sections 
of the country; several factories re- 
cently completed in the Middle West 
haven’t a rivet in them. Welding has 
lately made possible the fabrication of 
weatherproof, termite-proof, all-steel 
dwellings, which lend themselves to 
production-line methods. These are 
but forerunners of many similar pro- 
ducts which promise to help break the 
building jam. 

A manufacturer of metal furniture 
has found that he can save $30 a day 
on a single job by changing over to 
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arc-welded construction. A maker of 
small machine parts cuts production 
costs 30 per cent. Heavy machinery 
is now being redesigned with welding 
in view, and savings in weight and 
cost are substantial. 

‘Welding has enabled one metal- 
working plant to cut tool costs 35 per 
cent by refacing worn cutting edges; 
a production plant makes its own jigs 
and fixtures and thereby reduces tool 
costs 60 per cent. Welding has be 
come firmly established as a mainten- 
ance tool and as such is saving in- 
dustry countless thousands of dollars 
every year. By Philip H. Smith. 
Forbes, September 1, 1938, p. 10:4. 


Systems of Shop Management in 
the Cotton-Garment Industry 


A new type of shop production, 
known as the straight-line system, was 
introduced into the cotton-garment in- 
dustry in 1932 and has resulted in an 
increase of about 20 per cent in man- 
hour output. 

The straight-line system differs from 
the prevailing bundle system in that it 
substitutes a single part of a garment 
for the bundle as a unit of work as- 
signed to individual workers, thus do- 
ing away with the bundle. Operations 
are subdivided as minutely as possible, 
as general observation has demon- 
strated that the more an operation is 
subdivided, the greater the speed which 
a worker develops in performing the 
operation. There is the further con- 
sideration that the more the work is 
subdivided, the less is the skill re- 
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quired to do an operation and the 
easier it is to train new workers. As 
an additional means of increasing 
labor productivity, under the straight- 
line system machines are arranged in 
short rows of from one to three or 
four each, strictly according to the 
sequence of operations, in order to in- 
sure a direct flow of work from one 
operation to the next. 

Indications are that workers em- 


ployed on the line have gained about 
10 per cent in average weekly earn- 
ings. The straight-line system involves 
more serious nervous and physical 
strain than the old methods, and this 
has necessitated the introduction of 
rest periods. Also it has resulted, as 
a rule, in the substitution of time pay- 
ment for payment by the piece. By 
N. I. Stone. Monthly Labor Review, 
June, 1938, p. 1299:22. 


MARKETING MANAGEMENT 


What Are the Personality Traits 
of the Successful Salesperson? 


Outstanding personality traits of 
successful salespersons, as indicated by 
the replies of a group of salespeople 
to questions in the Bernreuter Person- 
ality Inventory, are: 


1. They are not moody and not sub- 
ject to worry. 

2. They are self-confident and self- 
sufficient. 
They are aggressive and willing 
to assume responsibility. 
They are social. 
They are free from self-con- 
sciousness. _ 
They have little tendency to talk 
about themselves. 
They are not resentful of criti- 
cism or discipline. 

8. They are radical and unconven- 
tional. 


The validity of personality inven- 
tories similar to the Bernreuter inven- 


tory has often been questioned, because 
of the possibility that individuals may 
attempt to give desirable answers ra- 
ther than the answers that best describe 
themselves. This possibility is likely 
to limit the value of such inventories 
as instruments for selection, but it 
should have little effect on their value 
for purposes of guidance. Moreover, 
the number of persons who admitted 
radical leanings would indicate a gen- 
eral attempt to answer truthfully, as 
it is an almost unanimous opinion that 
business houses dislike employees with 
radical beliefs. By Arthur F. Dodge. 
The Journal of Applied Psychology, 
June, 1938, p. 229:10. 


Consumers’ Cooperation in the 
United States 


Retail consumers’ cooperatives pro- 
viding services and goods of various 
kinds numbered about 4100 at the end 
of 1936, according to estimates of the 
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Bureau of Labor Statistics. These as. 
sociations had an estimated member- 
ship of over 830,000 and an annual 
business of nearly $188,000,000, In 
addition, the Bureau estimates that 
there were 5000 telephone associations 
with 330,000 members, 5440 credit 
unions with 1,212,000 members, and 
1800 insurance associations with 6,- 
800,000 policyholders. The retail as- 
sociations were served by 20 regional 
wholesale associations doing an annual 
business of $36,000,000. 

The survey. revealed not only a 
greater diversification of cooperative 
activities but also a sounder develop- 
ment than at any time since the Bureau 
began to collect information regard- 
ing the movement. Monthly Labor 
Review, August, 1938, p. 223:17. 


It Had Better Be True! 


A quiet, thorough and startling rev- 
olution is taking place in copy writ- 
ing. With no publicity beyond the 
curtly and carefully worded statements 
of the Federal Trade Commission, it 
will in a few months greatly change 
the complexion of modern advertising. 

Almost overnight the Wheeler-Lea 
amendment to the Federal Trade Com- 
mission Act has outlawed the fa- 
vorite copy themes of some of the 
most lavish spenders among national 
advertisers. A number of manufac- 
turers have already signed stipulations 
with the Commission admitting that 
their advertising has been, to put it 
conservatively, exaggerated. In sign- 
ing the stipulations they promise, for 
the future, to be good boys. 
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Among the statements and claims 
that it is no longer prudent or safe to 
use are the following: 

Claims not based on competent sci- 
entific evidence. 

Claims based on results that are 
exceptional rather than average. 

Sweeping claims that promise uni- 
versal performance, when there are 
definite limitations on the product’s 
performance. 

Use of fictitious values; i.e., stating 
that a product is of a type that ordin- 
arily sells for a higher price, when 
the product is not typical of products 
sold at the higher price. 

Placing fictitious values on pre- 
miums. 

Representation that a product sells 
at a certain price when it is necessary 
for the purchaser to buy certain acces- 
sories in order to make the product 
perform efficiently. 


Pictorial representation that a prod- 
uct as pictured is sold complete at a 
stated price, when the price includes 
only part of the material pictured. . 

Use of “Made in U. S. A.” when 
any part of the product is turned out 
by a foreign manufacturer. 

These give but a hint of the com- 
plete catalog of forbidden claims. 
Copy writers henceforth must exercise 
unusual care when they use those old 
standbys, “vitamins” and “hormones.” 
Claims that a product will “restore 
youth,” “rejuvenate the skin,” “restore 
natural oils to the skin,” “cure bald- 
ness or dandruff,” “restore whiteness 
to the teeth,” “prevent pyorrhea,” or 
“dissolve fatty tissues” create a sus- 
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picious odor in the sensitive nostrils 
of the Commission. 

What are likely to be the results of 
this revolution? 

Advertisements in some cases have 
already become less specific. In other 
instances copy will probably become 
more heavily specific with, of course, 
new copy themes. Though ballyhoo 
may decline, showmanship won’t. And 
shopgirls are less likely to have the 
chemises scared off their pretty backs 
by dire threats of social ostracism. 

Point-of-sale merchandising methods 
will probably get an overhauling. Pre- 
miums and contests will come to the 
rescue of some manufacturers. There 
should be a mild revival of product as 
well as customer research. 

In one stroke the Wheeler-Lea Act 
has accomplished about two-thirds of 
the program demanded by consumer 
agitators. Many of the shoddy methods 
that appeared to pay advertisers such 
big dividends have been wiped out, 
and unless the law is changed, should 
join the Cro-Magnon man in the his- 
torical past. By C. B. Larrabee. Print- 
ers’ Ink, August 25, 1938, p. 11:7. 


Cooperative Advertising with 
Dealers 


Cooperative advertising—that is, 
advertising paid jointly by manufac- 
turer and distributor—can serve as an 
effective sales stimulant. It can in- 
crease the backing of space or time 
behind a product and encourage over- 
the-counter support of dealers. Given 
a good product, sound merchandising 
plans, an appropriation commensurate 
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with sales—cooperative advertising 
can contribute substantially to pro- 
moting turnover. 

Cooperative advertising has been 
used effectively for radios, refrigera- 
tors, furniture, groceries, beauty aids, 
hosiery, electrical appliances, farm 
needs, tires—in general, for products 
with vast consumer demand, which re- 
quire specialized sales treatment and, 
usually, exclusive distribution. It has 
proved impractical for many products 
with low sales values and no special 
outlets—products which frequently are 
purchased on an any-brand-will-do 
basis. Most of the products sponsored 
by cooperative advertising are actual- 
ly non-competitive within the store. 

Adapted to the iproduct’s special 
characteristics, many different proced- 
ures are followed. The food group, 
for instance, uses four methods of ob- 
taining funds for cooperative adver- 
tising. One covers an appropriation 
based on the value of each carton; the 
second is based on a percentage of 
sales; the third covers the difference 
between local and national line rates; 
and the fourth is the popular 50-50 
partnership. The procedure based on | 
percentage of sales is seldom utilized, 
except where the product is new and 
the distribution restricted. Under the 
newspaper rate adjustment plan, ad- 
vertisers hold 100,000-line and similar 
contracts which are below the regular 
rates of the papers; for example, a 
cooperative rate of only $.50. is al- 
lowed on one popular metropolitan 
daily, although the national rate is 
$1.60. 

Because of the Robinson-Patman 
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Act, advertising allowances should be 
made available to all distributors if 
they are given to one; and dealers 
should not be permitted to deduct al- 
lowances from invoices. One large 
manufacturer stipulates that to become 
eligible for his cooperative advertis- 
ing plan a dealer must do a definite 


volume of business, which would seem 
contrary to the R-P Act; he over- 
comes the general objections to this 
practice, however, by selling only to 
those distributors who can maintain a 
given volume of sales. By Lewis Win- 
ner. Advertising & Selling, Septem- 
ber, 1938, p. 41:3. 


FINANCIAL MANAGEMENT 


When Your Banker Begins to 
Ask Questions 


Financial and operating ratios are 
valuable aids in determining which 
way a business is headed. They may 
be found useful (a) in indicating 
trends in a given business (i.e., in 
comparing different years within the 
same company); (b) in making com- 
parisons with individual companies 
in the same industry or with the in- 
dustry as a whole; (c) in establishing 
credit ratings and determining sound 
investments. At the outset, however, 
= it must be realized that there is danger 
in relying blindly on ratio figures, 
and they can never take the place of 
good judgment. 

The best known ratio, and perhaps 
the most important one from a credit 
standpoint, is that of current assets to 
current liabilities. An analysis of the 
statements of over 500 companies in 
various industries shows a range of 
125 per cent to 1000 per cent for this 
ratio. If this ratio in your business 
is under 300 per cent, you are at the 
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danger line, and perhaps part of your 
current debt should be funded. 


The ratio of cash plus receivables 
plus marketable securities to current 
liabilities is sometimes known as the 
“acid test.” A good average for this 
ratio seems to be 300 per cent, al- 
though analysis of a large number of 
statements shows it to range from 150 
to 750 per cent. 


Another significant ratio is that of 
current liabilities to net worth. A 
survey of numerous industrial con- 
cerns shows this ratio to range from 
15 to 50 per cent. A low ratio reflects 
the best position; if maintained under 
20 per cent, this ratio may be consid- 
ered satisfactory. Extreme caution 
should be used when the ratio becomes 
greater than 75 per cent for businesses 
with investments exceeding $250,000. 

Other important ratios include: 

Total debt to net worth. If your 
business shows under 35 per cent for 
this ratio, that would seem to be sat- 
isfactory. 

Net profits to current assets plus 
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current liabilities. 
this ratio is normal. 

Gross profits on sales to net sales. 
This is the ratio of margin to sales, 
which measures the average spread be. 
tween manufacturing costs and selling 
prices. An analysis of financial state- 
ments from representative industries 
shows this ratio to range from 1.5 to 
7 per cent; a return of 4 per cent 
seems satisfactory. 


Ten per cent for 


Many businesses are far better risks 
than surface appearances indicate. 
The best way to demonstrate the finan- 
cial soundness of a company to bank- 
ers, creditors and investors is to 
present the facts in understandable 
ratios. By Eugene Caldwell. Ameri- 
can Business, August, 1938, p. 9:4. 


(Thirty-two ratios in all are discussed in 
this and in a oo article which ap- 
pears in American Business for September— 
Editor.) 


A Study in Business Mortality 


Thirty per cent of the business en- 
terprises started in Poughkeepsie, N. 
Y., between 1844 and 1934 failed to 
survive the first year. Less than half 
lasted more than three years. 

The average life of retail establish- 
ments was shorter than that of whole- 
sale and manufacturing concerns and 
longer than that of craft and service 
enterprises. The length of life of all 
these enterprises was appreciably 
greater in the middle of this period, 
when the population of the city was 
almost stationary, than it was in either 
the early or the late years of the peri- 
od, when population was increasing 
rapidly. 
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Among the retail concerns, grocery 
stores have a slightly greater length of 
life than the average. The length of 
life of grocery stores has apparently 
not been reduced by chain-store com. 
petition. In general, large concerns 
last longer than small concerns, but 
“parlor groceries” last longer than 
those where the store and the proprie 
tor’s home are separated. By Ruth 
Hutchinson, Arthur R. Hutchinson and 
Mabel Newcomer. The American Eco 
nomic Review, September, 1938, p. 
497 :18. 


Consumer Credit as an Aid 
in Retail Finances 


Until the last quarter century there 
were few facilities available to the re- 
tailer for transferring customer debt 
to other agencies. Of late years con- 
sumer credit has stepped into this 
breach as a new big business. Cor- 
sumer loans now aggregate a billion 
and a half dollars annually. If we 
add to this the instalment financing 
facilities available to retailers who sell 
on time, the yearly total approximates 
five billion dollars. 

Consumer credit is not confined 
wholly to the use of non-business cus- 
tomers. Many a small business man, 
too recently established or operating 
on too small a scale to obtain capital 
from ordinary channels, is financed 
by means of consumer credit. Big 
business also utilizes consumer credit, 
through finance companies which 
handle instalment credit and take the 
burden of it off the merchant. This 
credit system has assumed many 
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forms: industrial banks, such as the 
Morris Plan Company, personal 
finance companies, personal loan de- 
partments of banks, credit unions, and 
instalment finance. The unique char- 
acteristic of the system is an agree- 
ment with each debtor whereby he may 
make repayments in small amounts 
coincident with the receipt of his in- 
come. Typically the consumer finds 
it less exacting to repay a hundred 
dollars in 10 monthly instalments of 
$10 and interest each than to pay 
such a sum at one time, even though 
that time be 10 months or a year 
hence. The application of this prin- 
ciple has laid the groundwork for the 
expansion of consumer credit. Inci- 
dentally, by far the largest part of all 
credit extended is for the purpose of 
paying off existing debts. 


INSURANCE 


When Willford I. King made a 
study of the small loan business in 
New. Jersey in 1929, he found that of 
total loans amounting to over $4,000,- 
000, more than $1,000,000 was 
granted to employers and self-em- 
ployed persons. Of this amount $945.- 
000 went to business people and $55,- 
500 to members of professions. 

Developed originally for the use of 
private individuals, consumer credit 
has become a dominant force in busi- 
ness all down the line. It helps keep 
retailers solvent; it provides moderate 
amounts of capital for new, small, or 
embarrassed businesses—and it thereby 
extends and fortifies credit, and as- 
sures, to a degree, the solvency of 
wholesalers and manufacturers. By 
Margaret Grobben. Credit and Finan- 
cial Management, July, 1938, p. 6:3. 


Insurance abstracts are contributed by P. D. Betterley, 
Insurance Consultant, Graton & Knight Company. 


Forgery Losses 


This article outlines interesting 
cases of how forgeries occur and how 
losses are kept concealed. Liability 
for losses and methods of protection 
are discussed. . 


Forgeries, including worthless and 
bogus check operations, cause an an- 
nual loss of between $400,000,000 and 
$500,000,000. 

Surety companies sell bonds to 
banks which protect them against 
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forgeries, and they also sell bonds to 
depositors which provide them with 
similar protection. We are sometimes 
asked, “Why this apparent duplica- 
tion of coverage?” The answer is 
simple: Banks buy bonds to protect 
them against forgeries when they are 
held liable for the forgeries, and de- 
positors buy forgery bonds to protect 
themselves in case they are held liable 
for losses. 

Volumes have been written on the law 
pertaining to forgeries and who is lia- 
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ble for them. Banks usually take the 
position that when canceled checks and 
vouchers including the forged or al- 
tered checks have been returned to 
the depositor, he has been put on 
notice of the forgeries, and by not 
notifying the bank, he contributes to 
the loss and is therefore negligent in 
permitting the forgeries to continue. 

The depositor’s forgery bond closes 
the loopholes left by the law and 
covers any liability of the depository. 
The Insurance Post, April, 1938, p. 
9:3; May, 1938, p. 13:3. 


Prevention Activities of the Asso- 
ciation of Casualty and 
Surety Executives 


Under our present system the pri- 
mary purpose of casualty insurance 
and suretyship is to protect our policy- 
holders’ pocketbooks. In years to come 
we are going to be more and more con- 
cerned with what has been our sec- 
ondary function—the actual preven- 
tion of accidents and the thwarting of 
crimes. We can look for the accep- 
tance of a safety engineering and in- 
spection service for industry as a 
whole that will equal that classic kind 
created already for the boiler and ma- 
chinery and the elevator lines. The 
Insurance Post, May, 1938, p. 11:3. 


The Coinsurance Clause in 
U. & O. Lines 


How the certified public accountant 
looks upon use and occupancy insur- 
ance before and after a loss was the 
subject of a studiously prepared pa- 
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per by Frank S. Glendening, Phila. 
delphia, which dealt with application 
of the coinsurance form to use and oc. 
cupancy covers. 

The 100 per cent coinsurance clause 
compels the assured to take more coy- 
erage than he is likely to collect. In 
order to circumvent the apparent dif. 
ficulty of requiring too much insur 
ance, most jurisdictions have admitted 
an 80 per cent coinsurance form. 

No assured can properly comply 
with requirements, because there is a 
lack of definite knowledge as to the 
profits that might be earned during an 
unknown 12-month period which 
would immediately follow a fire loss 
of an unknown date. Continuing ex- 
penses would vary, depending upon 
the circumstances of the loss and the 
length of the interruption period. 

In setting up the values for coin- 
surance forms of mercantile establish- 
ments it has been common practice to 
deduct from sales only the cost of 
goods sold, including inward freight, 
express and cartage, discount on sales, 
ordinary payroll, and the cost of heat, 
light and power. This procedure ob- 
viously requires the assured to pay 
premiums on items such as bad ac 
counts, store supplies, collection ex- 
penses, sales taxes, and direct sales 
commissions. Most agreed amount 
statements, however, permit the as- 
sured to deduct these items when com- 
puting the use and occupancy value. 
It seems inequitable that the assured 
should be required to carry insurance 
on expenses which under no circun- 
stances could be collected by him. 

Inasmuch as the coinsurance and 


The Management Review 





agreed amount forms are the most re- 
cently approved as well as the most 
popular, a proper preparation of U. 
& O. values thereunder is a most im- 
portant task. The classification of ac- 
counts throughout industry has not 
been created for the sole purpose of 


preparing U. & QO. value statements, 
and there may be insurable and non- 
insurable items included under a 
single account caption. A statement 
of use and occupancy value is a cus- 
tom job. The Eastern Underwriter, 
June 10, 1938, p. 20:2. 





Survey of Books for Executives 





Executive Salaries and Bonus 
Plans. By John C. Baker, Associate 
Director of Research, Graduate 
School of Business Administration, 
Harvard University. McGraw-Hill 
Book Company, Inc., New York, 
1938. 261 pages. $3.50. 


A new and significant contribution 
to wage literature has just been pub- 
lished. It deals with the compensa- 
tion of executives—both the amount 
and the method of payment. Previous 
studies in this field have dealt chiefly 
with the latter phase of the subject, 
because adequate data concerning 
amounts of compensation were un- 
available. Once governmental agencies 
elicited corporation salaries and pub- 
lished them, this study became a “na- 
tural.” The result is to be commended 
both for its usefulness and its fine 
workmanship. 


The questions of administrative and 
public policy that are dealt with in 
the report are too numerous to re- 
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count here. Some have been answered 
conclusively; others have not. 

The scope of the survey may be sum- 
marized as follows: 

1. Time—1928-1936. 

2. Type of business—100 indus- 
trial companies, 24 steel com- 
panies, 38 retail companies (de- 
partment stores and chains), 36 
investment companies, and 59 
giant corporations. 

Among the many findings of inter- 
est is a widespread use of executive 
bonuses, which caused the total com- 
pensation of the officers of the com- 
panies using them to decline as cor- 
porate earnings declined. The author 
concludes, however, that the resulting 
flexibility was not so great as he would 
consider desirable, because the execu- 
tives received, in addition to their 
bonuses, salaries that were almost as 
high as those paid by companies not 
using bonuses. These accompanying 
salaries tended to be inflexible. 

The evidence indicates that the cor- 
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porate earnings of the bonus-paying 
enterprises declined less rapidly in the 
depression years following 1929 than 
those of firms not using them. How- 
ever, companies paying relatively high 
compensation suffered a greater de- 
cline than those with low compensa- 
tion. 

That the amounts paid to major ex- 
ecutives are not injurious to the con- 
sumer, however great the reaction to 
individual cases may be among work- 
ers and the public, is revealed by an 
analysis of the 24 steel companies. 
The percentage of executive compen- 
sation, as defined by the author, to 
sales income averaged only 0.8 in 
1929. The same analysis reveals a 
situation oi direct interest to steel com- 
pany shareholders. The percentage of 
earnings paid out as executive com- 


pensation was greater for small com- 
panies (7.4) than for large ones (4.1). 
Over the interval 1928-1936, 8.9 per 
cent of all the earnings of these steel 
companies went to executives. 

Further light is thrown on these 
questions by an examination of 59 


large corporations. In 24 of these, 
with assets exceeding 178 millions, the 
percentage of earnings paid out as ex- 
ecutive compensation was 4.6, and in 
23 smaller ones, 5.1. In 51 of these 
selected large concerns, the executives 
received 4.9 per cent of earnings; inter- 
est payments required 13.6 per cent, 
leaving a “balance available for div- 
idends” of 79.9 per cent. The divi- 
dends actually paid amounted to 69 
per cent of earnings. 

From this exhaustive statistical 
study emerge certain recommendations 
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concerning the method of payment. 
The author suggests that the straight 
salary method has its advantages and 
is not completely outmoded. Witness 
the fact that 39 of the 59 large com- 
panies continue to use it. He believes, 
moreover, that straight salaries, if 
high, represent a definite incentive. 
Doubtless this is the case if one de- 
fines the term “incentive” broadly. 
However, bonus payments based on 
earnings certainly make an executive 
more aware that high performance is 
expected of him and, therefore, rep- 
resent a stronger incentive because of 
their contingent nature. The author 
might be reminded that the essence of 
incentive pay for any class of labor 
lies in the method of compensation 
and not in the amount per se. 

Among the constructive criticisms 
offered is the failure to inform and 
consult stockholders when bonus plans 
are initiated, and the inflexibility of 
many plans. However, the mere fact 
that a plan does not specifically pro- 
vide for modification does not prevent 
change if those responsible for its op- 
eration so desire. 

The inherent limitation of any study 
of compensation, whether of executive 
or manual workers, is the inability to 
compare what individuals receive with 
the contribution that they make to 
their companies. The question of the 
quality of executive performance 
comes to mind frequently in a perusal 
of the tables of this book. In com- 
paring any group of companies with 
any other, the author is forced to as- 
sume a uniform grade of executive di- 
rection. He could not do otherwise 
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except where he could use corporate 
earnings or sales as a rough measure 
of group performance. But it is gen- 
erally recognized that the imagination 
and initiative of particular executives 
are singularly difficult to measure, even 
if one be on the “inside.” Despite 
this obstacle, which the author could 
not be expected to surmount, the book 
is the finest contribution yet made to 
our knowledge of what executives are 
paid and of some of the results at- 
taching to variations in the amount 
and method of payment. 


Reviewed by C. Canby Balderston, 


University of Pennsylvania. 


More Sensible Selling. By Ralph 
Engelsman and Vincent B. Coffin. 
The Rough Notes Company, Indian- 


apolis, 1937. 150 pages. $2.00. 


Ralph Engelsman, who has achieved 
extraordinary success in selling life 
insurance and who also has registered 
high success in teaching methods of 
life insurance selling, in this book 
describes nineteen actual life insur- 
ances sales. Each sale is then analyzed 
by Vincent Coffin, a teacher and agen- 
cies superintendent. Mr. Engelsman, 
who was a million-dollar producer in 
his early twenties and who now heads 
his own agency for the Penn Mutual 
in New York City, describes all kinds 
of sales interviews, from that of the 
young man who could not save to the 
capitalist who needs another quarter 
of a million for tax purposes. The 
book will undoubtedly be helpful to 


life insurance salesmen since it covers 
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a sufficient variety of situations to 
suggest methods of solving particular 
selling problems. 


Men Must Work. By Loire Bro- 
phy. D. Appleton-Century Com- 
pany, New York, 1938. 145 pages. 
$1.75. 


Most books on vocational problems 
are directed at the younger man, and, 
ultimately, are read mostly by younger 
men. This book is written for not 
only the younger executive but also 
for the man who is entering that much 
talked-about age of the early forties. 
It would probably be a good bet, how- 
ever, to wager that this volume will 
find its biggest market among the 
youngsters of the late twenties and 
thirties. 

Miss Brophy makes fair reading of 
her theme by studding the pages with 
case histories of “Mr. R.” and “Mr. 
K.” She tells why “Mr. J.” jumped 
so frequently from job to job, why 
Jones was dismissed after 15 years of 
service, and what it takes to be an ex- 
ecutive. 

Probably the most helpful chapter 
of the book is that in which the em- 
ployer’s viewpoint is given. This is 
the angle which most job seekers fail 
to grasp. Hiring is no easy job. Con- 
cerning it Miss Brophy says: “The 
man on whom this task falls must 
chart a search through the shoals and 
deeps of human nature as he endeavors 
to hire the right person for the job.” 

Miss Brophy believes that the second 
job in a man’s career is the important 
one. She believes that transitions 
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should be normal and keyed to the 
period of the last job. 

Wisely she points out: “Impatience 
with the irritations of work that is not 
congenial is a big hurdle to meet in 
the early years, but six months here 
and six months in the other place does 
not speak well for you to your next 
employer, whom you will want to im- 
press with your stability.” 

She makes this good point on the 
subject of misfits: “The eternal op- 
timism with which large organizations 
regard their misfits is the direct cause 
of much needless job tragedy, when 
the ax falls and the helpless victim is 
left in the dark, to believe the worst 
of himself and his abilities or to feel 
a consuming sense of injustice towards 
the employer, who in most cases wants 
to do the right thing.” 

This is a helpful and interesting 
book which may be read with profit 
by job seekers both young and old— 
and employers, too, will get some tips 
from an employment counselor who 
knows her human values. 


Our Country, Our People and 
Theirs. By M. E. Tracy. The 
Macmillan Company, New York, 
1938. 120 pages. $1.75. 


In a comparative study of the physi- 
cal and political makeup of Italy, 
Germany, Russia and the United 
States, Mr. Tracy presents a clear pic- 
ture of living conditions in all four 
countries, so that the average reader 
can think of himself as living in any 
one of them; can visualize what he 
would probably earn in his own trade 
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or profession; how much he would 
have to pay for various commodities; 
what luxuries and conveniences he 
could expect to enjoy; and what re. 
strictions he would have to observe. 
The author, who is an authority on 
international affairs, draws many in- 
teresting comparisons between these 
countries. Russia, he finds, has 30 
acres of land per inhabitant, and the 
United States has 15, but Italy and 
Germany have only 1.7 acres per in- 
habitant. In an interesting chapter on 
population, he points out that 48 of 
every 100 Russians are under 20 years 
of age, and 44 are between 20 and 60; 
while in Germany, 59 out of every 100 
persons are in the 20-60-year age 
group. In Italy 49 out of each 10 
individuals are in this group, and in 
our country, 44 of every 100. This 
grouping suggests man power in each 
of the four countries in case of war. 
Bank deposits averaged $47 per 
capita in Italy (1935), $89 per capita 
in Germany (1935), $9.50 per capita 
in Russia (1936), and $423 per capita 
in the United States (1937). Figures 
on automotive transport facilities show 
that if an attempt were made to move 
the entire population by car, in Italy 
one could ride and 20 would be 
obliged to walk; in Germany one 
would ride and 10 walk; in Russia 
one would ride and 150 walk; while 
in the United States all could ride. 
There is a telephone for every 10 pec- 
ple in the United States, but only one 
for every 280 in Russia. In our coun- 
try there is one radio for every five 
persons—in Italy, one for every 63 
persons. The per cent of literacy of 
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the total population is 98 in Germany, many pictorial graphs, has been well 

90 in Russia, 95.7 in the United arranged for comparative study. The 

States, and 79 in Italy. text is set in four columns on a 10 x 
The book, which is illustrated with 13 page. 


Briefer Book Notes 


WHY PAY TAXES? By David Cushman Coyle. National Home Library Foundation, 
Washington, D. C., 1937. 182 pages. 25 cents. A short guidebook intended to help the 
reader find his way through the maze of expert and inexpert arguments about taxes. The 
author presents a lucid and well documented defense of the principle of taxation. 


HOW TO SUCCEED THROUGH SPEECH. By E. F. Du Teau. Christopher Publishing 
House, Boston, 1938. 171 pages. $1.75. A discussion of the mechanics of speec 


t 
use of speaking apparatus, breath control, and delivery—and the essentials of successful 
speeches. 


THE ASSESSMENT OF PSYCHOLOGICAL QUALITIES BY VERBAL METHODS. 
By P. E. Vernon: Industrial Health Research Board, don, 1938. 132 pages. 2s. A wide 


field has been covered in this survey of attitude tests, rating scales and personality question- 
naires. Important bibliographical data is included. 


ESSENTIALS OF THE MATHEMATICS OF INVESTMENT. By Paul R. Rider. 
Farrar & Rinehart, Inc., New York, 1938. 162 pages. $2.09. A textbook on the mathematical 
theories of investment, finance, annuities and life insurance. Though valuable mainly as a 
text, this volume should also appeal to those who desire an intelligent comprehension of the 
underlying principles of investment and actuarial science. 


SALARY DIRECTORY OF THE PRINCIPAL AMERICAN EXECUTIVES: 1937-1938. 
Universal Syndicate, New York, 1938. 146 pages. $15.00 (annual edition and supplements), 
$10.00 (complete annual edition), $5.00 (semi-annual service). More than 1000 companies, 
ranging from the amusement to the utilities fields, are covered in this manual; salaries or 


incomes of 10,000 individuals are listed. As a reference volume the directory is definitely 
limited in scope. 


STUDIES IN INCOME AND WEALTH (Volume I). By M. A. Copeland et al. Na- 
tional Bureau of Economic Research, New York, 1937. 348 pages. $2.50. Concepts under- 


lying the measurement of national income, and various problems encountered in estimating 
national or other social income, are considered in these studies from many points of view. 


The authors have emphasized controversial phases of the subject, thus clarifying the meaning, 
weaknesses and probable biases of current methodology. Several of the studies are followed 
by extensive discussion. 


ANOTHER RACKET? By J. Samuels. Published by J. Samuels, 1230 Empire State 
Building, New York, 1938. 32 pages. 50 cents. An attack on “impartial life insurance ad- 
visers” who mislead and misinform policyholders. Mr. Samuels exposes the inadequacies of 
renewable term insurance, which is generally recommended by such consultants, and suggests 
methods of obtaining reliable information on estate planning and life insurance problems. 


CENTRALIZED CONTROL OF TAX WORK IN BUSINESS ORGANIZATIONS. 
Policyholders Service Bureau, Metropolitan Life Insurance Company, New York, 1938. 33 
pages. Gratis. A report on a special investigation of the organization and conduct of tax 
operations in 34 representative American concerns. Organization of a central tax department, 
advantages and disadvantages of centralization, and methods of handling specific taxes are 
discussed. Half of the report is devoted to a study of records used for tax management 
purposes. 
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FUNDAMENTALS OF SALES MANAGEMENT. By J. Russell Doubman. F., 
Crofts & Co., New York, 1937.. 465 pages. $3.00. A practical handbock on selling fq 
sales managers and students of salesmanship. Particularly worthwhile are chapters oy 
export sales management and the legal nature of sales. 


BUSINESS CORRESPONDENCE AND OFFICE MANAGEMENT. By Edward & 
Duddy, L. E. Frailey and Raymond V. Cradit. American Technical Society, Chicago, 1938, 
234 pages. $1.75. This book deals with two of the most important trends in modern busi 
ness—the steady development of scientific practices in office management, and the iq 
creasing emphasis on the scientific principles that govern the construction of success 
business letters. 


THE RECIPROCAL TRADE POLICY OF THE UNITED STATES. By Henry J, 
Tasca. University of Pennsylvania Press, Philadelphia, 1938. 371 pages. $3.50. 
: inquiry into the nature and scope of the new American tariff bargaining policy. A fun 
tional analysis has been used to permit a better perspective of American policy. Under 
lying this entire study of reciprocal trade policy is Dr. Tasca’s theory “that the maximize 
tion of real income through an expansion of international division of labor must be th 
goal of an acceptable economic foreign policy.” 


THE MOVEMENTS OF INTEREST RATES, BOND YIELDS AND STOCK PRICES 
IN THE UNITED STATES SINCE 1856. By Frederick R. Macaulay. National Bureay 
of Economic Research, New York, 1938. 500 pages. $5.00. An authoritative study of 
the behavior of bond yields, interest rates, stock prices, commodity prices, clearings ai 

production, and of the interrelations among these variables. In analyzing the relations 6 
interest rates and security prices to cyclical trends, the author propounds some significat 
theoretical problems and indicates how they may best be explored. Appendices and tables 
occupy 350 pages of the volume. 


THE TRAINING OF A SECRETARY. By Edgar C. Wikdall, Clyde O. Thomps 
and Kate Keenly. American Book Company, New York, 1938. 465 pages. $1.72. 


practical volume in which the essential qualities and business attitudes of a secretary, such! 
as personality, secretarial etiquette, business ethics, the impersonal attitude, etc., 
studied. Important secretarial techniques are described. 


MEN WITHOUT WORK. A Report Made to the Pilgrim Trust. The Macmillan 
Company, New York, 1938. 447 pages. $3.00. A comprehensive inquiry into the unem 
ployment situation in six English towns chosen for sample study. The siatus of the “long 
unemployed,” their problems—physical, psychological and moral—and their opinions am 
prejudices are discussed. 


SUCCESSFUL LETTER WRITING: BUSINESS AND PERSONAL. By Aline Ey 
Hower. Doubleday, Doran & Company, Inc., New York, 1938. 289 pages. $1.96. An 
effective guide to the mechanics of letter-writing—grammar, punctuation and layout. ( 
author makes a strong case for the function of the letter as ambassador of a business 
organization. Actual samples of sound and unsound letters are used in illustration. 


SMOOTH SAILING LETTERS. By L. E. Frailey. Prentice-Hall, Inc., New York 
1938. 171 pages. $2.00. An interesting and readable book on the fundamental principles 
of friendly and effective business letters. In an appendix Mr. Frailey has included W 
letters as outstanding examples of good letter-salesmanship. 


LABOR’S NEW MILLIONS. By Mary Heaton Vorse. Modern Age Books, Inc., New 
York, 1938. 312 pages. 50 cents. In this book the potential human and political implic# 
tions of the labor movement are dramatized for the first time. Mrs. Vorse reviews tt 
major strikes of recent years, interprets labor’s entrance into politics, and reports 
labor wants.” 


SOCIAL SECURITY IN THE UNITED STATES, 1938. American Association Mf 
Social Security, Inc.. New York, 1938. 254 pages. $2.00. This record of the Eleventh 
National Conference on Social Security treats of newer problems and trends in old ag 
security, basic problems of unemployment insurance administration, fiscal problems in soci 
security, and the need for national health insurance. The book includes a census of socid 
security in the United States. Ad 
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